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EMEBGENCY  FINANCIM  FOR  UNEMPLOYED  WORKERS 


WEDNESDAY,  JJTLY  6,    1932 

United  States  Senate, 

ftCBCOMMITTEE  OF  THE  CoMMITTEE  OX  MANCFArTtTRES, 

TT,       ,  Washington,  D.  C. 

Ihe  subcommittee  met,  pursuant  to  call,  in  room  212,  Senate  Office 
Biulding,  Senator  Edward  P.  Co.stigan  presiding. 

benator  Costioan.  The  subcommittee  will  come  to  order  Thi., 
meeting  ha.s  been  called  for  the  purpose  of  holding  a  hearing  on  a 
bill  to  provide  emergency  financing  facilities  for  unemployed 
workers,  to  relieve  their  distress,  to  increase  their  purcliasing  pow^ 
and  employment,  and  for  other  purposes.    The  bill  is  S   4947  Tnd 

""  rt 'K'r«^  l"o/^  ■■^Prt."^  ""^  '""'""K  ^'  "'^  outset.  '  """^ 

( Ihe  bill  S.  4947  is  as  follows :) 

[S.  4947,  Seventy-second  Congress,  first  session] 

, t^lilf^'"'*^'^ }i^  "'"  ^^""'^  ""''  ^"""^  »'  KfprexentalUes  of  the  United  States 
rL»  w^rw.'"  <"»<"•<■»»  "'"""ft'fd,  That  there  is  hereby  created  a  bodv  corn? 
rate  with  tlie  name  of  United  States  Exchange  Oort)oration  (herein  Jnii»rt?i.t 
corporation),  whose  princpal  oflic-e  shall  be  l^ate^rfhe  District  of  Corumwl 

«"  hTn  tt  rfitl''^^""  "■■  '.'^"^"^'^  "^^"''"-^  "■•  "ranch  offl^  in  anj^S"n 
«""  f,''%V  "^^^  ^t"*"*  ""<'<^'"  regulations  pre.-^cribed  by  the  hoanl  of  directors 

ri  „  h  .  ^•'^  ^""**  "'  America,  payment  for  which  gliall  be  subie<t  to  ™il 
in  whole  or  m  i«,rt  by  the  board  of  d  rectors.    There  is     ereVChorized  to 

for  or  on  account  of  such  stol-lc  shall  beTiued  by    he  c^n^rat  oHo  fhe^^^^ 

Sec.  3.  Tlie  management  of  the  corporati(»n  shall  be  vested  in  n  hnnrri  r.^ 
directors  cons  «t  rig  of  the  Secretary  of  the  Treasurrthe  S^reHrv  ^S^  rom 
merce.  and  the  Secretary  of  Labor,  who  shall  be  members  e?^  officio  and  sTx 
other  iwsons  fairly  representative  of  the  interests  of  labor  manaffemem  nnd 
<.vvnershii>  in  the  primipal  economic  activities  of  the  SioT  X  shall  1^ 
flppoh^c.  by  the  President  by  and  with  the  advice  and  .mS  oi  tlie  Se  ^t^ 
Of  the  nine  meml)ers  of  the  Iward  of  d  rectors  not  more  tl  an  fiv^a  «hfn 'IS 
mend,ers  of  any  one  political  party.  Each  diict^sS  de  X  his  time  n^ 
otherwise  required  by  the  business  of  the  United  States  nrinpinnmi^  J""^.  "<  * 
iiess  of  the  corporation.     Hefore  entering  up  His  S^tL^aT^^^  TJ^nX 

«.  appointed  antl  each  <,fficer  of  the  corporation  slm  take  an  oa  h  fa  [w^^^^^^ 
to  d  scharge  the  duties  of  his  office.  Nothing  contained  in  th  s  or  an v  other 
act  shall  be  construed  to  prevent  the  appointment  and  conii.en^tion  J^  !u 
employee  of  the  corponUion  of  any  cfficer  or  emplovee  of  tl^^  uXd  Sta?^  In 
ir  ^^^^^^^'^"''^"^sJon.  independent  establishmenf,  or  ewutivrdemrW^^^^ 
thereof.  The  terms  of  the  directors  appointed  bv  the  Pres^PnV  nf  !hS  ir^f  i 
States  shall  »>e  t.^o  years  and  run  fro{n%he^at^\f^'thr:naXnt  here^f'Jnd 
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until  their  successors  are  app<>lnte<I  and  au«nfip«i      \vh^.,« 
occur  among   the  directors^   am)oii   ed     tl  1   .L=  )     "^'^^^  a  vacancy  shall 
vacancy  shall  hold  (,ffice  for  tL  uS  red  ^?rn^u    7  .u^'^^""^^   ^^  «"   «"^'»» 
whose  place  he  is  selected  to  fill     ?^^  1  dfri  o^«^^^^  ^''''"*  ''^  ^^'^  ^^''^^'tor 

as  hereinhefore  l»rovi<led  shaU  recPivp  ^^  ?  ^  '*^  ^'l^  eoriK)ration  appointed 
annum  each.  No  director  XlL^^il  salaries  at  the  rate  of  $10.00()  per 
tlon  shall  in  an>  nianner  \iiri^^^^^  or  ^  ^,1^'  T"''  "'  employee  of  the  cx>rpom- 
upon  or  the  aJevmn^n^ot^y  nuest  in  "^  ?':  f«'^*V.»;'«^^  i»  the  deliberation 
the  interests  of  any  corporation    rrtn^.^hh  "**'  ^'^  I»«»-««"al  interests,  or 

directly  or  indirectly  interested      ^"'^^"^'^^"i*'  «»*  ««8o<iaticm   in  which   lie  is 

da?e':fThre"irn;.lrt?^7  «  ^;•^>^'>^  ^-  >•--  from  the 

gress.  It  shall  have  power  to  opt  a  ter  Tn^L:^^''''^"*^^  ^'''  ""  ""''  «^  ^^o»- 
contracts;  to  lease  such  real  estate  as  max  h^  Z  ^  ^^'P^/^^^  «eal ;  to  make 
of  Its  business;  to  sue  and  be  sued  ?o  72x^7xn^Tf'\^'J'  5*^^  transaction 
of  competent  jurisdiction,  State  or  FedeSl  Vn  I?  ^?  '^^^^'}^^  *"  ""^  <^«"'-t 
compensation  of  such  officers  emnlovPoTol;  ^^'^*^'  e*"Pl'»>'.  and  fix  the 
necessary  for  the  transMcTion  of  tL^^^^^^^^^^^  ««  «»>all   be 

to  the  provisions  of  other  laws  aimllcMb  ^f  ?k  ^  ^'?n»oration,  without  regard 
of  officers  or  employees  of  The  U^StiV.^  emp  oyment  and  compensation 
duties,  require  bonds  of  the.n  and  fix  tliP  fin^/iH*"  ^.f^"^  }^'^^^  authority  and 
pleasure  such  officers,  emplovees  attorned  in'  ^''^T^'  ^"^  ^'*  ^i«"»i-^«  "^ 
amend,  and  repeal,  by  its  board  nfriir.^?^'  ?"^,  agents;  and  to  prescribe, 
governing  the  manier'^in  whiT  ts  get'^^^  7*"^'  ^""^  ''egulations 

powers  granted  to  it  by  law  may  te  elr.iif '  T^'  ^f  conducted  and  the 
selection  of  its  chairman  and  vh^echalr.n^^rl**^'**!''''*  enjoyed,  including  the 
committees  and   the  funcUons  there^>f  l.eT^rd  ^^^7'"'''''  ^^^  «"^»» 

necessary  for  facilitating  its  business  undt^rH»i«^f  of  directors  may  deem 
of  the  corporation  shalT  determinf  an^nrpl^ Hhf^^  ^^^  ^^"'""^  «'  directors 
obligations  shall  l>e  incurred  and  its  exiJLnfLn  ^»^^™a"°er  In  which  Its 
poration  shall  l>e  entitled  to  the  frc^  ui^of  Th.*  n  "^.^  l^^  P«*^-  ^^^  ^ov- 
same  manner  as  the  execnitive  departments  of  th.  r^  ^^"*^«  ™*"«  ^"  the 
tion.  with  the  consent  of  any  board  cSssh^  in  p'*''^'';""^"^-  ^^^^e  corpora- 
executive  department  of  the  Governm^t  in^n^^^^  establishment,  or 
may  avail  itself  of  the  usi  of  infrn,«finn    1   °i^  ^"^i  ^^'^  ^^''^'^^^^  ther^f, 

by'tt  h; Jrli^n^r^^Aorw^^^^^^^^^^  rnd'kV7r?"^^"«^«"  ^  ^^^--^-^ 
sisting  of  at  least  eighteL  ainl  nof  i  Lo  ?,  ^^^l"^  "'  ""''  advisory  council  con- 
by  the  President  from  nomina  h)ns  nZe  i  's^rr'^''"^  l^^«""«  appointed 
direct,  by  organizations  gene?a  rr^ognized^  If  ^^^  President  shall 

interests  of  labor,  manajement  anTowS^  fn^t^^Tt^^^'^  ?^  ^^'^  respective 
ities  of  the  Nation  (such  as  n ^n/.n i fi.^o  ^  .^^  Princli)al  ew.nomic  activ- 
banking,  and   transportation)      K^^^^^  «^^"»»^.  nmrketlng. 

the^^ard  of  directors  Xl^^^^X  X^Z^S^rS^ 

of'tfe  advLt;cotc4l^mm^^^^^^^^  -ith  the  aid  and  advice 

and  private  agencies  of  cS  e  rel  ef  t  roueh  ^^^^^^^^  '^T"^''  f-"*«^*"^  P»»>"<^ 
of  information,  and  by  means  of  iJrowndo^^^itfi**^  «nd  municipal  channels 
the  existing  demands  upon  esLntial  indiLdiffor  thi'  ^^«^'^^»»e<»  agencies,  of 
are  not  being  supplied  becaii^nffh^l,  Z^*^  ^^^  necessaries  of  life  whi^h 

P<.wer  of  tho'se  l'e?sons  ^on^^^^^^^  «^  P^^chas/ng 

pendents,  and  capable  of  such  surK>rt  Thi  n  P.^L  ^^*''^  *''?  support  of  de- 
and  services  thur  in  demand  but  not  sunnliJ^  ^htn^K^  Quantity  of  the  goods 
possible,  and  classifications  shalbrmaTfo?^;hPn^^         ascertained  so  far  as 

a)  The  character  and  volimip  f.f  .  »l  if      the  purpose  of  estimating— 
creati^mofapurchasi^rUve^^^^^  ^^«"Jt  from  the 

frc^^crlllti^'^rffi^rpt^^^^^^^^^  would  result 

for  the  respective  goods  and  serXfrr^  l*"^  S*^'^  ^^*«^"^«  de°»and 

Sm  6.  On  the  basis  of    hirp  4rrm^Lrv  « irt^/'  to  character  and  volume. 

.oeal  agencies  ,o  ex.ena  eUra%'^:CC''r.M?a"VSp.:?^^^^^^^^^ 


EMERGENCY  FINANCING  FOR  UNEMPLOYED  WORKERS  « 

responsible  for  and  capable  of  self-support  in  the  amount  of  not  more  than 
$300  for  individual  support,  plus  not  more  than  $100  for  each  dependent,  but 
not  exceeding  a  total  of  $503  for  each  household  (as  defined  by  general  regu- 
lations of  the  corporation)  for  the  specific  purchase  of  goods  and  services 
designated  In  such  manner  and  such  detail  as  the  corporation  shall  determine, 
for  the  purpose  of  combining  so  far  as  possible  the  satisfaction  of  the  most 
urgent  needs  of  said  households  with  the  maximum  increase  of  employment 
through  the  increase  of  purchasing  power  so  provided.  Such  credits  shall  be 
extended  only  upon  promises  to  repay  such  advances  in  the  manner  and  upon 
the  terms  hereinafter  provided. 

Seo.  7.  In  order  to  arrange  to  extend  credits  for  the  purchase  of  goods  and 
services  the  corporation  through  its  agencies  shall  license  all  producers  and 
distributors  and  transporters  who  will  ajrree  to  accept  its  credit  certificates  at 
face  value  and  to  conform  to  its  published  regulations  concerning  the  terms 
and  conditions  under  which  purchases  shall  be  made  and  goods  or  services  pro- 
duced. No  purchases  shall  be  made  or  goods  or  service  supplied  on  credit 
extended  by  the  corporation  or  by  Its  agencies  except  through  such  licensees; 
but  all  responsible  producers,  distrilmtors,  and  transporters  shall  be  entitled 
to  become  and  to  remain  licensees  upon  the  making  of,  and  during  compliance 
with,  the  aforesaid  agreement  with  the  corporation,  and  ui)on  and  during  com- 
pliance with  all  other  agreements  with  or  regulations  prescribed  by  the 
corporation. 

Sec.  8.  All  licensees  of  the  corporation  shall  be  required  to  agree  that  wage 
scales  and  basic  wage  rates  for  employees  shall  not  be  reduced  while  acting 
as  a  licensee  below  the  wage  scales  and  basic  wage  rates  effective  on  June  1, 
1932,  and  that  all  employees  shall  be  free  from  any  form  of  employer  coercion 
operating  to  prevent  or  hamper  said  employees  in  their  efforts  to  organize 
themselves,  to  choose  their  own  representatives  and  by  collective  bargaining 
to  fix  the  terms  and  conditions  of  employment  (subject  to  the  limitations  upon 
compensation  hereinbefore  provided).  This  freedom  from  coercion  shall  not  be 
subject  to  waiver  by  the  employee  as  a  condition  of  employment  or  otherwise. 
No  licensee  shall  be  required  or  permitted  by  virtue  of  any  provision  of  this 
paragraph  to  modify  or  abrogate  the  provisions  of  any  contract  (or  any  modi- 
fication thereof)  now  in  efl'ect  or  hereafter  put  In  effect  between  an  employer 
and  Its  employees  as  the  result  of  collective  bargaining  as  heretofore  described. 
These  requirements  shall  be  imposed  in  addition  to  conformity  with  any  other 
regulations  which  the  corporation  shall  make,  and  which  the  corporation  is 
hereby  directed  and  authorized  to  make,  for  the  purpose  of  requiring  goods 
and  services  to  be  furnished  without  discrimination  at  reasonable  prices,  which 
shall  not  exceed  the  cost  of  labor  and  materials  and  the  lowest  i)ercentage  of 
pn  fit  consistent  with  maintaining  the  solvency  of  a  conservatively  financed  and 
economically  operated  enterprise. 

Skc.  9.  All  applicants  for  credits  extended  by  the  corporation  shall  sign  a 
note  for  each  purchase  from  a  licensed  distributor  in  the  form  provided  by 
the  corporation,  promising  to  pay  to  the  corporation  on  or  before  ten  years 
after  date  the  amount  of  the  purchase  with  interest,  for  the  first  year  at  1 
per  centum,  for  the  second  year  at  2  per  centum,  and  for  the  third  year  at  3 
per  centum,  and  thereafter  at  4  per  centum  until  paid,  which  note,  together 
with  a  credit  certificate  in  the  same  amount  signed  by  an  accredited  agent  of 
the  corporation,  must  be  deposited  with  the  distributor  upon  ordering  goods  or 
services  and  transferred  to  the  distributor  by  an  indorsement  on  the  note  upon 
delivery  of  the  goods.  The  aggregate  amount  of  all  credit  certificates  issued  by 
the  corporation  agents  in  any  State  shall  not  exceed  the  total  allotment  of 
credit  by  the  corporation  to  that  State,  and  the  total  allotted  credits  for  con- 
sumers shall  be  apportioned  among  the  several  States  In  approximately  the 
proportion  which  their  several  populations  bear  to  the  total  population  of  all 
the  States  according  to  the  Fifteenth  Decennial  Census,  unless  the  corporation 
shall  find  and  establish  a  more  accurate  method  of  apportioning  relief  in 
accordance  with  volume  of  demand.  Proration  of  applications  necessary  be- 
cause of  insufficient  credit  to  fill  all  demands,  and  other  reductions  or  limita- 
tions necessary  to  apportion  available  credits  most  fairly  to  meet  most  urgent 
needs,  shall  be  regulatetl  by  general  regulations  without  any  discrimination  or 
preference  between  individuals  or  localities  except  In  accordance  with  such 
general  regulations. 

Sec.  10.  Everj'  licensee  of  the  corporation  shall  agree,  and  all  other  persons 
(natural  or  corporate)  shall  also  be  required,  when  employing  any  person  dur- 
ing the  life  of  the  corporation,  to  ascertain  whether  such  person  is  indebted 


\r\ 
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Indebtedness      a?hp  ^  '"^'"^^  ^^«  same  to  the  co?do^"h  ^'^J'"  every  payment  to 
'nent  brapproDTfaf/r'^T"^'^  ^«  hereby  autho??^"^,.  ^^  ^  «PP"ed  on  said 

ment  of  the  .^tirL  T.  f       ^^^^tlficates.     Such  loan«  m ncf  V       ^°^  licensed  dis- 

notes  Without  iiterot""?"'".'"  '"«  "«*  va?ue  o?  m?,,  rr„,??,"''^!:.2'  ""«  <^0'- 
boDds  shall  be  SnfoH,"^  i"'*'"««'  <'"e  on  the  transfpr  li  .^'•""'afes  and 
The  corporation  ^Sn^jT  ''^  "  "*<>"  <"■  cash  ™j  men t  t« M''*  corporation 

future  (lemanrt   fnl^^„,  "'  ^^  essential  to  sunnlv  «  i-l^o.;     u,  "'"'ntenance 

condition  that  thlL***f'"'y  K»»*>8  or  servici    I  ,,  "Jf8'«"'«'>ly  anticipated 

»ent  ofVddi  i'on'a/^  aCanI  T"  "  ">•""  "'^^^  u^d  eSusZYv  V"  "^^T^^ 
■^o  such  loans  •ahnii  K  ^  I'luviuea  in 

amounl  of TiOfl^i^'   J"'!'*""   ">''slderation      No   mn?i   «"'''''  "o"'"  result 
«hall  l4  mat  afSre  ti '  fr"  '"^r"  '"^  «uc.f  pu^'ses  Z  nil   "^f '^"'^ 

£S.Si^u?i^SHS^^ 

state  or  Federil  f-  w  '"'"'.'"'^••'''  ""'e''  sources  for  nnhll"  "^Jf'  •■«'8P«''slble 
an^nl  ^ex^e^eSfnfS'oS^-^!""-  ^  -  ^riSZ^,  '^i^^  ^^^ 
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Sec.  14.  The  corporation  is  authorized  and  empowered,  with  the  approval  of 
the  Secretary  of  the  Treasury,  to  issue  and  have  outstanding  at  any  one  time 
in  an  amount  aggregating  not  more  than  five  times  its  subscribed  capital  its 
notes,  debentures,  bonds,  or  other  such  obligations,  such  obligations  to  mature 
not  more  tlian  five  years  from  their  respective  dates  of  issue,  to  be  redeemable 
at  the  option  of  the  corporation  before  maturity  in  such  manner  as  may  be 
stipulated  in  such  obligations,  and  to  bear  such  rate  or  rates  of  Interest  as 
may  be  determined  by  the  corporation:  Provided,  That  the  corporation,  with 
the  approval  of  the  Secretary  of  the  Treasury,  may  sell  on  a  discount  basis 
short-term  obligations  payable  at  maturity  without  interest.  The  notes,  de- 
bentures, bonds,  and  other  obligations  of  the  corporation  may  be  secured  by 
assets  of  the  corporation  in  such  manner  as  shall  be  prescribed  by  its  board  of 
directors:  Provided,  That  the  aggregate  of  all  obligations  issued  under  this 
section  shall  not  exceed  five  times  the  amount  of  the  subscribed  capital  stock. 
Such  obligations  may  be  issued  in  payment  of  any  loan  authorized  by  this 
act  or  may  be  offered  for  sale  at  such  price  or  prices  as  the  corporation  may 
determine  with  the  approval  of  the  Secretary  of  the  Treasury.  The  said 
obligations  shall  be  fully  and  unconditionally  guaranteed  both  as  to  interest 
and  principal  by  the  United  States,  and  such  guaranty  shall  be  expressed  on 
the  face  thereof.  In  the  event  that  the  corporation  shall  be  unable  to  pay 
upon  demand,  when  due,  the  principal  of  or  interest  on  notes,  debentures, 
bonds,  or  other  such  obligations  issued  by  it,  the  Secretary  of  the  Treasury 
shall  pay  the  amount  thereof,  which  is  hereby  authorized  to  be  appropriated, 
out  of  any  moneys  in  the  Treasury  not  otherwise  appropriateil,  and  thereupon 
to  the  extent  of  the  amounts  so  paid  the  Secretary  of  the  Treasury  shaU  suc- 
ceed to  all  the  rights  of  the  holders  of  such  notes,  debentures,  bonds,  or  other 
obligations.  The  Secretary  of  the  Treasury,  in  his  discretion,  is  authorized 
to  purchase  any  obligations  of  the  corporation  to  be  issued  hereunder,  and 
f>?fKi- "^1  1  r.^'P''^^  ^^®  Secretary  of  the  Treasury  is  authorized  to  use,  as  a 
PJi^ii  i  transaction,  the  proceeds  from  the  sale  of  any  securities  hereafter 
issued  under  the  second  Liberty  bond  act,  as  amended,  and  the  purposes  for 
Tro  Iff^"!  i*?  Tl  ^  ^'"^"^  "°^^^  ^^^  s^^'^^  Liberty  bond  act,  as  amended, 
finHor  ^1^  i""  ^""f  ^""^^  ?"y.  purchases  of  the  corporation's  obligations  here^ 
ohlt^VinJi  nf^'^^^'^  ""W^^  Treasury  may,  at  any  time,  sell  any  of  the 
H^^SliL  *?®  corporation  acquired  by  him   under  this  section.     All  re- 

Sf  ?r;  J?f"^.K^^^^'  ^''^^  ^^^^^  ^^  ^^^  Secretary  of  the  Treasury  of  the 
?he  Unit^  t^^^  "^  q'P^k^^I^?  «*?^"  ^  *^^^*^  a«  publicHlebt  transactions  of 
nhLFh^  ^^^^l'  ^"''^  obligations  shall  not  be  eligible  for  discount  or  pur- 
chase  by  any  Federal  reserve  bank. 

Any  and  all  notes,  debentures,  bonds,  or  other  such  obligations  issued  by  the 
corporation  shall  be  exempt  both  as  to  principal  and  interest  from  aH  taxation 
n3'hv'r^Tf^';^^l^^^'  ^"heritance,  and  gift  taxes)  now  or  hereafter  iST- 
Thv  anllt«fi^f  ^^f  ^''  ^^'  ^"^^  Territory,  dependency,  or  possession  thereof, 
or  by  any  State,  county,  municipality,  or  local  taxmg  authority :  except  that 
counfrnn?n?^7  of  the  corporation  shall   be  subject  to   State    TerHtoHai: 

rot7.rTe"a"^?Uy^^  '^  ''^  ^^"^  ^^^^"^  ^^^^^^^"^  '^  '''  -^"^ 

In  order  that  the  corporation  may  be  supplied  with  such  forms  of  notes 
debentures,  bonds,  or  other  such  obligations  as  it  may  need  for  issuance  under 
this  act,  the  Secretary  of  the  Treasury  is  authorized  to  prepare  such  forms  as 
shall  be  suitable  and  approved  by  the  corporation  to  be  held  in  the  Treasury 
subject  to  delivery,  upon  order  of  the  corporation.  The  engraved  plates  dies 
bed  pieces,  and  so  forth,  executed  in  connection  therewith  shall  remain  in  the 
custody  of  the  Secretary  of  the  Treasury.  The  corporation  shall  reimburse 
the  Secretary  of  the  Treasury  for  any  expenses  incurred  in  the  preparation 
custody,  and  delivery  of  such  notes,  debentures,  bonds,  or  other  obligations  ' 
When  designated  for  that  purpose  by  the  Secretary  of  the  Treasury,  the 
corporation  shall  be  a  depositary  of  public  money,  except  receipts  from  customs, 
under  such  regulations  as  may  be  prescribed  by  said  Secretary;  and  it  may 
also  be  employed  as  a  financial  agent  of  the  Government;  and  it  shall  i)erform 
all  such  reasonable  duties,  as  depositary  of  public  money  and  financial  agent 
of  the  Government,  as  may  be  required  of  it.  Obligations  of  the  corporation 
shall  be  lawful  investments,  and  may  be  accepted  as  security,  for  all  fiduciary, 
trust,  and  public  funds  the  investment  or  deposit  of  which  shall  be  under  the 
authority  or  control  of  the  United  States  or  any  officer  or  officers  thereof. 

Sbo.  15.  Upon  the  expiration  of  the  period  of  two  yeai-s  within  which  the 
corporation  may  extend  credit  and  make  loans,  or  any  extension  thereof  by 
the  President  under  the  authority   hereby  conferred   to  extend   said   jieriod, 
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;PfiXllhS\ram^^^^^^  --Pt  as  otherwise  hetvin 

liquidate  its  assets  and  wind  up  it^  affal,^  1.'  "^^  ^/  Congress,  proceed  to 
Secretary  of  the  Treasury  de^JJs'twi7h7i;.  mv"""^'  with  the  approval  of  the 
as  a  special  fund  any  nionev^lon'in^  the  Ireasurer  of  the  Tnited  States 
time  received  by  it  in  the  cour^of  SidnMon^  ^'"^'^r*'^?"  ^'  ''•«'"  ^Ime  to 
of  prlnciiml  and  interest  oMtroutst  riiu!"ohH;'  h  ^*'"''"^"f'  ^^^  '^^  l'"^'»"^"t 
redemption  of  such  obligations  in  m  .nr.i«L^^^^^^^^^  "''  ^^'^  *^'^  purpose  of 

fund  may  be  drawn  upon  or  pn id  out  for  nn  0)'.;'*'  "'''  '"^'"'^  ^"^^^^"^'  ^'^^i^h 
may  also  at  any  time  pay  to^he  Treasurer  of  fho* r'Tt*  J^'^  corporation 
laneous  receipts  any  monev  hPliVnn-im  V    Vi  ^^*^  ^  *"^^^  '^^"tes  as  miscet- 

received  by  it  in  th^  ZZl  oMiq^  ^^tLn/or  S^f  ^"V  '^'*  '"""  ^""^  ^^>  ""'« 
amounts  reserved  to  meet  its  remi  rp„" 'I  ,  "|'^*^')y'«P  i"  t'xcess  of  reasonable 
posit  being  made,  suc^^ount  ortheSt'^^^  liquidations.     Upon  such  de! 

specified  by  the  corporation  with  the  am^^^^^^^^^^  l^^  corporation  as  may  be 

but  not  exceeding  in  par  value  the  a  o^?n;  .  t»\e /Y"*'^,^"'"'  ''^  ^^''-  '^^i^sury 
retired.  Any  balance  rema?n"ngXrthLiau^d«H  ^"  .'^"ll'  '^  ^'''"^^'^'^  «"^ 
assets  and  after  provision  has  be^n  in«,i«  fi^  "^*""  **^  "'^  ^''^  corporation's 
of  any  kind   and\.harac?er  sMrbna^^^^^^^^  ^^«"^  obligation! 

States  and  miscellaneous  receipts  TCrunn  f hi  ^"*^«'^"7  «'  the  United 
sohetl  and  the  residue,  if  anv  of  it«  riSffo^^  corporation   shall  be  dls- 

.  If  at  the  expiration  of  tSe^eV.^rr?'  f,  l^i'^K^^^^  ^^  ^""^^'^^  «»^  retired 
sion  hereunder  its  board  of  directorrsha  n?j  hi  "'^  corp<»ration  has  succes- 
of  its  assets  and  the  winding  up ""o?  its  affairs  "^^^^^  the  liquidation 

liquidation  and  winding  up  of  its  , Affairs  Ih^  uJ^  'l^^'  ""^  completing  such 
of  the  Treasury,  who  for  such  nun^r  «?«.  ^  ^"'"'^^^^rred  to  the  Secretary 
duties  of  the  board  of  directors  of  hp\^^^^^^^  ""T'^^  ^^  «"  ^^^  I^^^^rs  and 
event  he  nmy  assign  to  arlrofficer  or^fflcers'or^h^r  "l^'f.*^  ''''■  ^^  «"ch 
ury  Department  the  exercise  and  ^Lrfr^^f  „  ""  !  '"^^^  ^^'^^^^  i"  the  Treas- 
and  direction,  of  auj    s'uch  p^^i^  h^s  general  supervision 

construed  to  affect  any  right  or  Drivlpinn'^^"'^  "^^^^"^  »'«rein  shall  be 
curred,  any  criminal  or  ci.^11  nrr^^^Z^  "''''''"^'  ^"/  Penalty  or  liability  in- 
ferred  hereunder,  except  as  he riin^vM  fT""''"''''*^'  ^"  "">  authoritv  con- 
of  the  remaining^ssetfand  t'le  wiuX?m,  o^  '''''^'  '''^  liquidaHon 

until  the  Secretary  of  the  Treasm  !  tii  «  1  1k^  "^"^'^  **^  ^''^^  corp<»ration. 
longer  be  advantag'eous  to  thfSed  Sato^  ^  such  liquidation  will  no 

bave  been  provided  for,  whereiZn  hf  sh.n  ..h-  o^^  ^"  ""^  ^"  ^^^>  obligations 
standing,  pay  into  the  Treasurv  ,.«  ^j  !.  n  ^^^^^  ""•''  ''"1*1^«'  «tock  then  out- 
of  the  n^oneys  l^eloUtf^^f^'J;'^^  receipts  the  unused  balance 

decijU%tg*ulatlon^^^^^^^^^  J>e  Public  business  and  all 

sessions  of  the  »x,ard  of  directors  nm!  «hv?"  ^  P"**"^'  except  that  executive 
deliberations  upon  or  tentatit'p  nh.n  "  ''^''^^''^y  ^<'uncil  may  be  held  and  the 
business  need  n'^t  be  mrdfp^Wi^c   Ve^cor'ntit^  "'  I"^  details  of  Us 

report  quarterly  of  its  operations  to  the  r?Z.  "".  !  '^"  '"^^^  «"^  P"»>ll«h  a 
extended  or  loans  made  1^  each  class  nf«^^^^^  ^^'^  «ggregate  credits 

of  debtors  by  States  in  each  cla^  ThlT«.  "'"^^i^^r  ^o«««  and  the  number 
liabilities  of  the  corporation  and  ih*.  fi^.^^"'!"^'^**"  ^''^^  ^^^  assets  and 
1.  1932.  and  quarter^  the?eaf?er  The^pnnS''^';^  ?^''^}  ^  ™"^^  «"  December 
compensation  of  all  persons  empiovldbv?^^  ^If  "^*^'''  ^^^  »a™^«  and 

exceeds  $400  a  month  ^'"P'^Jed  by  the  corporation  whose  compensation 

of  t^nlee^^oTk^s^em^^^^  witSt  nf '""  ^f  ""^^^«^*^  '^  enlist  the  aid 

administration  of  its  bSs  neL  but  no  unni^^'T'"?"  ^"  ^"''^^  «"t  the  detailed 
authority  as  an  agSt  of  thf  corSora?ion''or''ni""'^^'  ;T*^^''  «^«"  have  an? 
into  any  obligation  binding  upon  n^^^lo^^^^^^^  ^^  *^«  agencies,  to  enter 

tion   in   writing  of  such   an   obliKit^hv  «    h!.^''^^*  ^ 

corporation.  oougatlon   by  a   duly  authorized   agent  of  the 

whtver^^^^^^  it   to  be  false,   or 

himself  or  for  any  applicant  an?  lo^.l^'  !^^  ,*^^  purpose  of  obtaining  for 

ment  of  action,  or  Xrwise  ^^r  the  acc^Dtrci'^ll^r'  '^  'T'^'''^  '^'^'■ 
security  therefor,  or  for  the  nurnose  nf  i^fl«!?7'  release,  or  substitution  of 
the  corporation,  or  for  [he  purD^eVohti?.^^^^  ^"^  ""^  ^^^  ^^^  a^^lon  of 

of  value,  under  this  act.  sLu  S  nSn^fhPd^h^^^  '""""F'  Property,  or  anything 
by  imprisonment  for  not  moie'?hfrtw'j>Ta'^  or"Uh."'  '""'^  ''"°  ^'^  «^ 
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(b)  Whoever  (1)  falsely  makes,  forges,  or  counterfeits  any  note,  deltenture,. 
boiul.  or  other  obligation,  or  coupon,  or  credit  certiticate.  In  imitation  of  or 
purporting  to  bo  a  note,  del)enture.  bond,  or  other  obligation,  or  coupon,  or 
credit  certificate,  issued  or  authorizc^d  by  the  corporation;  or  (2)  passes,  utters, 
or  publishes,  or  attempts  to  pass,  utter,  or  publish,  any  false,  forged,  or  counter- 
feited note,  debenture,  bond,  or  other  obligation,  or  coupon  or  credit  certificate, 
purporting  to  have  been  issued  or  authorized  by  the  corporation,  knowing  the 
same  to  be  false,  forged,  or  counterfeited;  or  (3)  falsely  alters  any  note,  de- 
benture, bond,  or  other  obligation,  or  coupon,  or  credit  certificate,  issued  or 
purporting  to  have  been  issued  or  authorized  by  the  corporation;  or  (4)  passes, 
utters  or  publishes,  or  attempts  to  pass,  utter  or  publish,  as  true  any  falsely 
altered  or  spurious  note,  debenture,  bond,  or  other  obli;ration,  or  coupon  or 
credit  certificate,  issued  or  purporting  to  have  been  issued  or  authorized  by  the 
corporation,  knowing  the  same  to  be  falsely  altered  or  spurious,  or  any  person: 
who  willfully  violates  any  other  provision  of  this  act,  shall  l>e  punished  by  a 
fine  of  not  more  than  $10,000  or  by  imprisonment  for  not  mare  than  five  years,, 
or  both. 

(c)  Whoever,  being  connected  in  any  capacity  with  the  corporation.  (1)' 
embezzles,  alustracts,  purloins,  or  willfully  m  sapplies  any  moneys,  funds,  secur- 
ities, or  other  things  of  value,  whether  belonging  to  it  or  pledged  or  otherwise' 
intrusted  to  it;  or  (2)  with  intent  to  defraud  the  corporafon  or  any  other 
body  politic  or  corporate,  or  any  individual,  or  to  deceive  any  officer,  auditor, 
or  examiner  of  the  coriwnit  on,  makes  any  false  entry  in  any  b(M>k,  report,  or 
statement  of  or  to  the  corporation,  or.  without  being  duly  authorized,  draws 
any  order  or  issues,  puts  forth  or  assigns  any  note,  debenture.  b(»nd,  or  other' 
obligation,  or  draft,  bill  of  exchange,  mortgage,  judgment,  or  decree  thereof; 
01  (3)  with  intent  to  defraud  participate  ,  sliares.  receives  dire.tly  or  indirectly 
any  money,  profit,  property,  or  benefit  through  any  transaction,  loan,  commis- 
sion, contract,  or  any  other  act  of  the  corporafon:  or  (4)  gives  any  unauthor- 
ized information  concerning  any  future  action  or  plan  of  the  corporation  which 
m'ght  affect  the  value  of  securities,  or,  having  such  knowledge,  invests  or 
81)eculates,  directly  or  indirectly,  in  the  securities  or  property  of  any  company, 
bank,  or  corporation  receiv  ng  loans  or  other  assistance  from  the  corporation, 
shall  be  punished  by  a  fine  of  not  more  than  $10,000  or  by  imprisonment  for 
not  more  than  five  years,  or  both. 

(d)  No  individual,  a.ss(Kiation,  partnership,  or  corporation  shall  use  the- 
words  "  United  States  Exchange  Corporation  "  or  a  combination  of  these  four 
words,  as  the  name  or  a  part  thereof  under  which  he  or  it  shall  do  business. 
Every  indivduiil,  partnership,  association,  or  corporation  violating  this  prohi- 
bition shall  be  guilty  of  a  misdemeanor  and  shall  be  punished  by  a  fine  of  not 
exceeding  $1,000  or  imi)rsonment  not  exceeding  one  year,  or  both. 

(e)  The  provisi<ms  of  sections  112,  113,  114,  115,  116,  and  117  of  the  Criminal 
Code  of  the  United  States  (U.  S.  C.  title  18.  ch.  5.  sees.  202  to  207,  inclusive), 
in  so  far  as  applcable.  are  extended  to  apply  to  contracts  or  agreements  with 
the  corporation  under  this  act,  which  for  the  purposes  hereof  shall  be  held  to 
include  lojins,  advances,  discounts,  and  rediscounts;  extensions  and  renewals 
thereof;  and  acceptances,  releases,  and  substtutions  of  security  therefor. 

The  right  to  alter,  amend,  or  repeal  this  act  is  hereby  expressly  reserved. 
It  any  clause,  sentenc-e,  paragraph,  or  part  of  this  act  shall  for  any  reason  be- 
adjudged  by  any  court  of  competent  jurisdiction  to  be  invalid,  such  judgment 
shall  not  affect,  impair,  or  invalidate  the  remainder  of  this  act,  but  shall  be 
confined  in  its  operation  to  the  clause,  sentence,  paragraph,  or  part  thereof 
directly  involved  in  the  controversy  in  which  such  judgment  s'';  M  have  been 
rendered. 

Senator  Costigan.  Mr.  Richberg,  will  you  take  the  witness  standi' 

STATEMENT  OF  DONALD  R.  RICHBERG,  AN  ATTORNEY,  OF 

CHICAGO,  nx. 

Senator  Costigan.  It  may  be  stated  that  other  Senators  who  are 
not  in  attendance  have  authorized  their  attendance  to  be  entered  for' 
the  purpose  of  the  hearing  so  that  there  is  an  authorized  quorum. 

Please  give  your  address  and  occupation. 

130039—32 2 
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xr^^fK  A^-T-"™*'\'^^^  "*™®  '^  Donald  R.  Richberg;  address  333 
kw?er    ^^  ^^"^  '^'■'""*'  ^'•'^'^''S"'  I"-    ^ly  occupatfon  Is  thaTof  a 

JytrC  te?'^''"^f 'y'  >l':-  Chairman,  as  counsel  for  the  Rail- 
way Labor  Execut  ves  Association,  and,  in  a  measure,  representinir 
certain  other  organizations  supporting  this  bill  ^presenting 

If  It  meets  with  your  approval,  I  would  like  to  make  a  brief  state- 

roDortfhi'^h!l''''^''J!!  ""''^'lying  principles  which  L^mTo  me  to 
support  this  bill  and  then  expand  that  as  you  may  desire. 
Senator  Costigan.  Please  do  so  u«»ii«. 

sir^PnT""-  "^^if  '?'"',^-  '**"**^'  ^'»'<'1>  ^<^  be«n  introduced  by 
benator  Costigan,  and  simultaneously  by  Representative  LaGuardia 
in  the  House  as  H.  R.  12885,  undertakes  to  give  immeSv  a 
purchasing  power  of  from  $300  to  $500  to  some  7,000,0M  unempSed 
heads  of  families  whereby  they  will  be  able  to  buy  the  n"itW  of 

IffoUows  ^1  r  "f  V'f  t'T"''*"*^  ^"""«  *•>«  nexJ  "rmoX* 
At  tollows,  the  lines  of  a  bill  which  was  recently  indorsed  bv  the  Rail- 
way Labor  Executives'  Association.  Since  /had  m^ch  to  do  wkh 
the  drafting  of  that  bill  I  should  like  to  make  it  clear  tha?  the  pro 

fod  ed  ^n  the  hiV h*  r'T'"^'"""*-  '""^-  ""««P'oynent  distrei  ^em- 
fiodieci  m  the  bill  before  this  committee  is  not  the  product  of  anv  one 

L  frag'eme'ir  ""  "••S'""-"^"'  ^i'^  -^ch  I  £.ow  the  chairman 
It  is  the  product  of  the  thought  and  labor  of  many  economists 
lawyers  bankers   and  civic  and  industrial  organizatio/s,  XcTwS 
finally  translated   into  this   bill   by   its   official   sponsors-SenaTw 
<-<^tigan  and  Representative  LaGuardia.  oenaior 

f  hnl'  r'  f  ™"'i"'1g  anyone  to  the  support  of  this  measure,  except 
those  who  forma  ly  have  approved  it,  let  me  state  that  in  ^y  own 
work  upon  this  bill  I  have  consulted  with  and  utilized  the  aid  of  Tot 
only  the  railway  labor  organizations  and  representatives  of  the 
American  Federation  of  LaSor,  but  also  representatives  of  farm  or 
ganizations  of  the  American  Legion,  of  c?vic  and  charitableTeHef 
agencies,  of  the  unpaid  Chicago  teach^r^for  whom  I  may  say  I  am 
also  acting  as  counsel-and  individual  leaders  in  finance  and  bus^ 
ness,  including  the  heads  of  some  of  the  largest  banks  and  businei 
«?  Z'hHI  l"i  *'"'  '"""''^-  Therefore,  befo^  discussing  the  detaik 
ro^al  '"^  summarize  the  ideas  which  underlie  this  legislative 

There  is  to-day  general  agreement  upon  two  essential  principles 
which  are  the  foundation  of  this  bill.  ^  '"t-ipies 

First  credit  which  is  normally  used  to  increase  production  should 
be  used  to  increase  purchasing  power  in  this  period  of  unprecedented 
business  stagnation.  ^      'sucm.cu 

Second,  the  only  remedy  for  unemployment  is  to  put  men  to  work. 

in  all  the  relief  measures  which  have  been  given  the  serious  con- 
sideration of  Congress  up  to  date  are  certain  unhappy  limitations 

First    direct  charitable  relief  only  partly  alleviates  misery      It 
does  not  stop  the  continuing  production  of  misery.    A  comprehen 
«ive  national  dole    providing  mere  subsistence  indefinitely  for  the 
unemployed  would  not  lift  us  out  of  the  depression.    A  partial  dole 
will  only  serve  to  dull  our  consciences  an.l  to  detour  our  good 
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Second,  loans  to  banks,  railroads,  and  business  enterprises  may 
delay  bankruptcies  and  receiverships  but  will  not  increase  employ^ 
ment  or  purchasing  power.  The  values  of  stocks  and  bonds  are 
not  enhanced  when  a  corporation  goes  further  into  debt.  A  bank 
is  not  made  solvent  by  borrowinor  money  with  which  to  pay  deposi- 
tors. The  loans  of  the  Reconstruction  Finance  Corporation  may 
postpone  but  will  not  prevent  disaster.  Other  more  constructive 
forces  must  be  invoked  to  reverse  the  downward  trend. 

Third,  loans  for  new  public  or  private  construction  should  stimu- 
late employment  and  increase  purchasing  power.  But  the  merit  of 
such  a  program  depends  largely  on  its  volume  and  its  speed,  which 
are  both  uncertain.  A  little  new  work,  a  trickle  of  added  purchas- 
ing power  will  not  bring  about  a  general  business  revival.  And 
without  the  stimulus  of  a  rapid,  widespread  improvement  it  will 
become  more  and  more  difficult  to  induce  either  public  or  private 
borrowing  for  new  production.  There  can  be  little  encouragement 
to  launch  new  self-sustaining,  income-producing  projects  when  bil- 
lions of  capital  now  invested  in  existing  enterprises  are  idle  and 
profitless  because  of  the  Wst  purchasing  power  of  the  masses. 

The  statements  just  made  summarize  the  difficulty  of  financing  new 
employment  in  order  to  create  new  purchasing  power.     The  bill  be- 
fore you  aims  at  eliminating  this  difficulty  by  reversing  that  eco- 
nomic process.     This  bill  proposes  to  finance  a  new  purchasing  power 
and  thereby  to  create  new  employment.     It  has  one  supreme  merit 
in  that  its  primary  objectives  will  be  attained  and  its  primary  bene- 
fits will  reach  the  masses  of  the  people.     It  will  positively  relieve 
the  distress  of  a  vast  majority  of  the  unemployed.     It  will  furnish 
a  nation-wide  insurance  against  privation  in  the  coming  winter.     It 
will  increase  employment  rapidly  and  provide  work  in   the  near 
future  for  a  large  percentage  of  the  unemployed.    We  may  debate 
oveMts  ultimate  effects^  but  we  can  not  argue  long  over  the  im- 
piediate  results  of  its  enactment. 
V  Let  us  summarize  the  bill  by  sections. 
)  The  Chairman.  Please  proceed  in  your  own  way. 
-^   Mr.  Richberg.  Sections  1,  2,  3,  and  4  create  a  corporation  known 
as  the  United  States  Exchange  Corporation,  similar  in  organization 
and  method  of  functioning  to  the  Reconstruction  Finance  Corpora- 
tion but  having  for  its  purpose  putting  credit  behind  purchasing 
power  insteud  of  behind  productive  power,  and,  I  may  say,  Mr. 
Chairman,  that  throughout  the  bill  the  detail  of  the  operation  of 
this  corporation   shows,   or  rather,   follows   not   only   the   general 
method,  but  the  exact  language  of  the  Reconstruction  Finance  Cor- 
poration act  wherever  applicable. 

The  corporation  will  have  a  board  of  directors  consisting  of  the 
Secretaries  of  the  Treasury,  Commerce,  and  Labor  and  six  presi- 
dential appointees.  Also  there  will  be  an  advisory  council  repre- 
sentative of  all  interests  in  the  principal  economic  activities  of  the 
Nation.  We  might  for  convenience  call  this  corporation  U.  S.  E.  C., 
which  initials  stand,  not  only  for  its  official  name,  but  also  for  its 
object :  tFnited  States  emergency  credit. 

Section  5  provides  that  the  first  duty  of  U.  S.  E.  C.  will  be  ta 
make  an  emergency  survey — within  30  days— <)f  the  existing  de- 
mands upon  essential  industries  for  the  necessities  of  life  which  are 
not  being  satisfied  because  of  lack  of  purchasing  power,  in  order 
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Liffnlm  LflV'^"'^        '?-^  ^fr'  ^^  purchases  which  would 

Tf     (  useZkk    «n^  ih^  '  '''^'^  ^^  ^^^  "^"*^  ^^^^  unemployed  heads 
1     u  1 '  ^T  ^^^  maximum  increases  of  emnlovment  which 

could  be  produced  in  response  to  sucli  purchasing  power 

.Section  6  provides  that  on  the  basis  of  this  survey  U  S  E  C  will 
arrange  through  local  agencies  to  extend  credits  to  cover  six  monS' 

nTe7Jerf^Oot  ""^f  T^*^^^^^  l'  households  rn  amounts 
not  exceeding^.OO  for  an  individual,  plus  $100  for  each  dependent 
but  not  exceeding  a  total  of  $500  for  each  household  head    ^  ' 

Section  7  provides  that  U.  S.  E.  C.  will  license  producers    dis- 

mcateT;t'f  ''^''T''^'^,  ^»->  -ill  agree  to  accept^its  St  ce  - 
tihcates  at  face  vahie  and  conform  to  regulaticms  concerninor  tL 
terms  and  conditions  under  which  purchaserTall  ^3^  a^^^^^ 
goods  or  services  produced.  All  purchases  on  credits  mus  be  inade 
through  such  licensed  producers,  distributors  and  transporters 
thVjiy  .''^'"rS^?^  tha*  P«i"t,  referring  to  the  bill,  Mr.^  C^^^^^ 
that  th  s  IS  not  a  limitation  in  any  i^al  sense  because 'the  act  provkls 
l^  Pnt  LrrT^^'  producers,  distributors  and  transported,™! 
be  entitled  to  become  and  remain  licensees  so  long  as  thev  carrv 

credit  oPrtJfipX-  ^K  ^f  "^P^.V  to  provide  against  difcounting 
ciedit  (eitihcates  issued  by  the  corporation,  in  order  to  have  thpm 
received  at  their  face  value  and  caJhed  in  the  manner  provTded  in 

Secondly,  a  reason  for  the  license  is  in  order  to  orevent  nnv  futi^n, 
advantage  of  the  influx  of  orders  which  would  SfronLi^c^ 
lai-go  extension  of  credit;  that  is,  taking  an  unfair  ad  vantage 

Necessarily,  the  effect,  Mr.  Chairman,  of  such  an    ncreaTin  nur 
ehasmg  power  wil    be  to  increase  commodity  pricef  C^rta^n  v  a 
very  desirable  result  and  not  one  to  be  retarded  withTn  reason     ^ 

Section  8  provides  that  such  licensees  must  agree  (1)  not  to  reducp 
wage  scales  below  those  effective  June  1,  10<  and  (2)  o  conf^^^^ 
to  other  regulations  to  insure  the  furnishing  of  gcx>ds  and  ser^^^^^ 
at  reasonable  prices  under  proper  conditions^        "  '^^^ 

Section  y  provides  that  credit  will  be  extended  to  applicants  sicm 
mg  no  es  for  repayment  on  or  before  10  vears  aftei^  date    wit W 
low  but  mcreasmg  rate  of  interest-1  per  cent  firLt  vLir  2  per  cent 
second  year,  n  per  cent  third  year,  and  4  per  cent  tCfter 

Payments  wdl  Ik;  made  for  goods  bv  sucli  notes    ccomS       bv 
cc)rresponding  credit  certificates  signed  by  local  acrents  of  IT  S   F  (^ 
Credits  shall  be  allotted  to  States  either  in  Lc^H^tce  ^ 
popula  mns  or  the  need  for  rehef.     That  is  providerto T  cle ter- 

Is  000  ndonnn  ^T^T-'^^.^-     ^^  '}"'  ''''''^  ''^'^''^^  f«''  credit  Exceed 
$3,000  000,000,  which  IS  the  total  credit  facility  of  the  corporation 

7oH^nZy"  """"''  '^'"""^  '''  '^''  State/  will  be  ma  pro-' 
At  this  point,  I  might  say,  inasmuch  as  the  machinery  here  which 
IS  rather  simple  but  may  not  be  clearly  explained  by  this  brief  state- 
ment,  the  purpose  is  this,  that  purchasers  through  the  ordinary  chan- 
nels  of  retail  purchase  will  obtain  the  necessary  goods  and  irvices 
which  they  are  permitted  to  buy  with  the  aid  of  this  credit  "  These 
are  designated  groups  of  goods  and  services.  They  will  obtain  them 
on  their  notes.  These  notes  would  not  be  accepted  at  face  value  by 
the  ordinary  retail  merchant,  br.t  they  will  be  supported  by  the 
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credit  certificates  of  the  United  States  Exchange  Corporation  in  the 
same  amount  as  the  notes  and  will  be  eventually  redeemable,  that  is, 
cashed  through  the  corporation,  as  provided  later  in  the  bill.  In 
other  words,  the  credit  of  the  individual  is  substantially  indorsed 
to  the  amount  of  the  allotment  of  credit  and  for  the  purchase  of 
designated  necessary  goods  and  services.  It  is  not  in  the  nature  of 
a  bank  loan  whereby  the  individual  obtains  a  sum  of  money  to  spend 
as  he  sees  fit,  but  it  is  the  extension  of  credit  to  the  individual  for 
the  purchase  of  necessaries  of  life,  and  that  would  have  two  effects. 
In  the  first  place,  it  will  insure  the  relief  of  actual  distress,  and,  in 
the  second  place,  it  will  prevent  the  waste  of  such  loans  in  needless 
expenditures,  and  in  the  third  place  it  will  canalize  the  purchasing 
power  of  the  individuals  in  certain  lines  of  fundamental  necessaries 
which  will,  as  a  matter  of  fact,  stimulate  the  business  of  the  pro- 
ducers of  such  necessaries. 

Section  10  provides  that  borrowers  employed  during  the  life  of 
U.  S.  E.  C,  which  is  10  years,  will  agree  and  their  employers  will  be 
required,  to  deduct  10  i>er  cent  of  wages,  to  be  paid  to  U.  S.  E.  C. 
until  any  notes  of  such  b(frrowers  have  been  paid. 

Just  as  an  indication,  Mr.  Chairman,  of  the  extent  to  which  that 
would  insure  rei)ayment  of  the  obligations,  I  would  like  to  point  to 
certain  groups  of  unemployed  at  the  present  time.  There  are  some 
800,000  railway  workers  with  whom  I  am  particularly  famihar, 
normally  needed  for  the  operation  of  the  railroads  and  now  unem- 
ployed. *  These  men  are  recognized  employees,  appearing  on  fur- 
lough lists  of  the  railroads,  subject  to  call.  Inevitably,  with  the 
revival  of  business,  these  men  will  be  called  back.  There  is  no 
difficulty  whatsoever  in  providing  for  the  collection  of  the  notes 
of  these*^men  through  their  employers,  and  I  may  say  that  that  group 
represents  at  the  present  time  something  near  one-tenth  of  the  un- 
employed of  the  country.  To  show  the  manner  in  which  the  financ- 
ing negotiations  would  operate,  assume  the  borrowing  of  $400  by  such 
a  present  unemployed  worker,  with  a  deduction  from  a  wage  of  say 
$1,400,  of  10  per  cent  a  year,  which  would  mean  the  entire  amount 
would  be  repaid  with  interest  in  approximately  three  years. 

Now,  I  can  speak  of  another  class  with  whom  I  am  particularly 
familiar,  the  unpaid  Chicago  school-teachers,  who  can  be  properly 
brought  within  the  terms  of  this  bill.  Of  course,  not  only  such 
school-teachers  but  other  public  employees  not  being  now  paid  are 
perfectly  good  security  for  such  loans. 

Then,'  I  mav  i-efer  to  the  large  army  of  unemployed  veterans  w^ho 
are  entitled  to  adjusted  com])ensation  eventually,  and  it  is  a  very 
easy  proposition  to  provide  for  advancing  this  money  to  such  vet- 
erans and  securing  it  bv  the  present  credits  which  they  have  as  a 
matter  of  fact  with  the*  Government.  In  addition  to  these  groups 
there  will  come  to  mind  naturally  a  vast  army  of  skilled  workers, 
of  salesmen,  of  unemployed  persons  of  substantial,  recognized  stand- 
ing in  their  conmiunities  who  furnish  about  as  good  security  as  could 
be  imagined  for  the  repayment  of  a  loan  under  these  conditions. 

Senator  Costigan.  Under  what  sections  of  the  bill  would  the 
teachers  and  veterans  respectively  come? 

Mr.  RicHBERO.  I  think,  Mr.  Chairman,  if  I  may  make  the  sug- 
gestion, that  that  section  of  the  bill,  section  6,  which  provides  for 
extension  of  credits  to  unemployed  adults,  while  that  is  capable 
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Xt  oti'tf  IVe  tlrtS  ••e^"'"""-  ot  the  cor- 

the  extension  of  tKed"sthPr^n  1'*  "75'^  ^"^''•''^'«  ^  <='arify 
school  teachers:  audx^^mSoyTZZTt^'  *"  ""?''  I?'^«"«  »«  the 
question  as  to  what  "s  Xred  hv  Z  "^  e^.amp'e,  if  there  is  any 
This  does  not  nece^arilv  Xn  ^^J^  ^'"t  ""employed  adults/' 
a  person  who  i'  emnlov^H  in  ,  "^T?  «"bj«<=t  «»  ««  employer,  but 
clarified.  I  ZvsuSstancl  -»!"'"  i  "^.^"P"*'""-  That  could  be 
of  such  a  statement  frs'enencT  as  thfftf'^  r'^T  ^l'^''  '"^'liti"" 
at  this  time  for  your  cons"deratinn  «t  f'hl  ^^T  ^'  ''*"«•'  ^  •'"'g«est 
suggest  it  for  yo'i.r  cons^dSion  '  '""^  "'  ^''•""  ^-    ^  «™P'y 

^'^^'^PTenlrT^Zl^s'T^.rj^^^  --V  «>«  further  Re- 

authorize tlie  extension  of  crSlits  t^.^  ,i?.  *  «•""'  ^e  coiistrueU  so  as  to 
unaWe  ,o  purchase  neeessari^  of  UfeT.LusTl.f^iri  ?.."'  f  !'«"I'Port  but 
e.p.o,u,e„t  or  o„„.pe,.sntio„  for  Ber^iL^peX^^eV^'r^Ss ^o^uel^i  •"""'" 
Jhat  could  be  made  effective  through  the  regulations  of  the  corpo- 

by  employers  of  those  borrower  "*"""  «™Pl"yment 

of trlite^Tt^'tt  e^.rKhl'^^^eti""'^  f^f  f  '^^/'^^  »""■*-" 
your  consideration  in  the  folttg  hSaj'!"^  ^  "'"  '"^^''^^  *"■• 

reJ.Il:tir^"CA„^^.:^yTo?;L:r?:se^re%^^^    "■"•  -""•- «--«' 

any  of  his  flimneial  resources  whUn^h  Payment  of  his  notes  out  of 

Ceuuet.  n  „,  ,,„„  ,„  -  «^h.eh^ma>  l^^  trLrK/eZ'iuy''* 

an  i^TdiSt  KwerTi'^'v""'  '^'  ",  P"-'';-"'"^  -^"""t'""  -to 
applying  to  vete'4nrwlm  Ll  ^rr"\'"''«"'''''°"^^  ^^"'-'''  ««  those 
them;  and  other 'ro"ms  it  u3l/.""-  •■"'"P*'"-'**'""  "'"""g  to 
of  existing  finandal  ?l;ources  nJ^Xli:!"*  ''dvanoen.ent  o„  the  tsh 

be  authorized  to  protect  the^o»n=  J^  1?  whatever  form  that  might 
Mr.  RiCHBERG.  I  will  nrofPPrF    Ttr/m    •  .^    : 

filled,    accompanied    by    purdfasers'    n^?  •.?  ^J^'^'V''  '"'^«'  be«n 

U.  S.  E.  C.  and  paid^ther  [n  .»  k        }^\  "^''1    *'«    honored    by 

bonds  equal  in  vaCt  the  face  valt  ?f  ^^  .^'"''t'  "*  ^^  »•  E-  (I 

In  that  section  is  the  s.  hJ^?,f;.?K    !'^^»<^'V"'"''t  c«tificates. 
and  that  pro^^del  for  the  eve,  t Ll'"'  ^^   ^  "■"'"*  ''"^"  extended. 
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in  cash  or,  at  the  option  of  the  corporation,  by  the  transfer  of  corpo- 
rate bonds  in  the  face  value  of  the  credit  certificates,  without  interest. 

That  avoids  the  question,  which  has  been  raised  frequently,  as  to 
the  floating  of  a  large  bond  issue  because,  as  a  matter  of  fact,  that 
provides  for  the  acceptance  by  those  who  honor  these  credit  certifi- 
cates of  the  bonds  themselves  at  face  value,  and  surely  in  this  time 
it  is  hardly  to  be  imagined  that  large  buying  will  be  rejected  on 
the  basis  of  payment  in  United  States  Government  bonds,  which  is 
what  this  amounts  to. 

Section  12  provides  that  U.  S.  E.  C.  will  be  authorized  to  make 
loans  to  railroads  and  other  essential  enterprises  to  finance  deferred 
maintenance  of  existing  properties  essential  to  supply  a  future 
demand  for  necessary  goods  or  services ;  the  amount  of  such  loans  not 
to  exceed  an  aggregate  of  $250,000,000.  This  will  stimulate  the 
immediate  employment  of  several  hundred  thousand  men. 

One  of  the  purposes  of  that,  Mr.  Chairman,  is  that  on  the  railroads 
particularly,  and  in  other  enterprises,  there  is  accumulating  a  very 
large  amount  of  deferred  maintenance.  The  properties  are  being 
permitted  to  run  down.  The  rebuilding  of  the  properties,  their  re- 
habilitation, is  absolutely  essential  to  the  future  prosperity  of  the 
country,  not  only  in  the  case  of  the  railroads,  but  in  the  case  of 
many  other  large  enterprises  dealing  with  essentials.  If  advances 
could  be  made  for  such  deferred  maintenance,  these  would  operate 
immediately  to  put  back  to  work,  as  is  suggested  here,  several  hundred 
thousand  men. 

In  the  case  of  the  railroads,  the  deferred  maintenance,  both  as  to 
equipment  and  as  to  right  of  way,  reaches  enormous  amounts,  and 
the  men  laid  off  at  the  present  time  run  to  the  number  of  several 
hundred  thousands. 

This  is  work  which  must  be  done  eventually.  This  work  is  more 
costly  the  longer  it  is  deferred.  A  railroad  could  well  afford  to  pay 
interest  rates  to  do  the  work  now,  particularly  if  that  program  were 
put  into  effect,  coincident  with  a  general  increase  in  purchasing 
power,  which  would  mean  the  moving  of  a  large  amount  of  goods 
over  the  railroads  and  the  creation  of  a  large  amount  of  traffic  which 
would  immediately  begin  to  produce  additional  revenues. 

At  the  present  time  we  have  reduced  revenues,  and  the  railroads 
may  well  hesitate  to  engage  in  further  borrowings,  although  I  have 
heard  it  stated  by  responsible  railroad  officials  of  high  standing  that 
if  they  were  given  the  money  to-morrow  earmarked  "  For  mainte- 
nance," that  they  would  put  thousands  of  men  to  work.  I  have  had 
that  direct  from  railroad  officials  of  high  responsibility  within  the 
last  two  or  three  weeks  and  I  do  not  doubt  it  is  true. 

Senator  Costioan.  Is  it  your  judgment  that  such  legislation  is 
necessary  to  supplement  the  Federal  Reconstruction  Finance  Corpo- 
ration ? 

Mr.  RicHBERO.  The  difficulty  with  the  Reconstruction  Finance 
Corporation,  as  I  understand  it,  is  that  all  the  moneys  are  being 
received,  or  are  being  used,  to  bolster  up  financial  conditions,  to  pro- 
tect security  values,  to  take  care  of  interest  payments,  and  not  ear- 
marked in  any  way  for  maintenance  work ;  and  as  one  high  railroad 
official  said  to  me,  with  some  exasperation,  "  If  we  only  had  some  of 
this  money  earmarked  for  maintenance  alone,  so  that  it  could  not  be 
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Sion .•"  *'*''"■  *'^"""''''  ''■*  '"""'''  1^"'  ""■•  '•"il'-'"'''  back  into 

It  is  not   unfair  to  say,  Mr.  Chairman,  that   the   ruihoads  arp 

•apKlly  approac  ung  a  very  dangerous  condition  as  t^  deferred  mah" 

tenanee  of  nght  of  way  particularly,  and  they  are  approaclC  a 

whicl."."'?';''  '""''"'"•"  "^u'"  *'«*«"«'l  maintenance  orequipment 
whicl    ,s  not  now  re.,uired  but  which,  with  an  increase  of  lusine^ 

Similar  conditions  exist  in  other  essential  industries. 

bection  13  provides  that  where  State  and  municipal  relief  aeencies 

fif  suppoif  a'f^^rX*  1""'?"^  'f'l  "^^''^  '^^  those  iirSk 
or  sen  supjjoi  t,  after  the  exhaustion  of  other  sources  of  relief  credits 

may  be  exten< led  upon  the  notes  of  such  State  or  inunicipal  bS  if 

the  credit  facilities  of  U.  S.  E.  C.  have  not  been  exha  sted   to  the 

extent  of  not  more  than  $2o0,()0(),000.    This  will  provfde  additional 

Yo„  not^'M*  'nr'"^^^  "'I'^'l*"'-  '^'^^  incapabrotlf  support 
1  ou  note  Mr.  Chairman,  the  bill  applies  spwificallv   in  its  inaior 
provisions  to  unemploved  persons  eipable    o  self  su,  por     and^°s 
loan     .«n  h    f  ^^•h'•!•'t«bIe  relief  bill  but  to  relieve  those  t'o  whom 

a  fraction  of  t1,t  .T  1^°"'''  'I'^Y  ^^'  '"""'*•  ^»^  "'«'«  i«  >^^^o 
a   tia.t  on   of  the  population   which   is   ( ei)endent  upon   what  is 

essentially   charitable   support,   and   the    pre.sent   coX ions    pre^ 

as  a  lesult  of  the  operations  of  this  corporation,  there  should  be 
sncli  an  increase  m  employment  so  that  the  facilitie  for  credit  would 
not  be  entirelv  utilized,  it  would  be  possible  to  extend  soine  of  this 
credit  aid  to  these  State  an<l  municipal  agencies  which  at  the  D^sent 
time  are  unable  to  meet  their  charitable  requirements!  ^ 

«f  VJ.-        i"""''''''""'  /  '^•*"'''  P"'"*  ""t  that  an  undoubted  effort 
of  this  vast  increase  of  purchasing  power  would  be  the  stimulatron 
of  a  large  amount  of  new  employment.    It  would  be  utteriv  im 
possible  to  satisfy  the  demand  created  by  the  piirchasfnrnowpr  nf 
say  s^ven  n.illion  families  at.$400  apiec'I  for  Tix  mS,\t  wouh 
be   utterly   impossible   to  satisfy  that   purchasing   power    wUhout 
employing  more  pople  than  are  at  present  beinf  empfoyej    The 
stores  would  require  new  salesmen,  new  delivery  men   anTnew  em 
ployees  would  be  required  on  the  railroads.  neV  emplovees  In  fa^" 

an^iirf  crhZirXSr  '"'rr^  "•  '"^^  ^-^^^nnnzzX 

such  a"dtan'l  af  wtld  SZS  °'  ^~'  "'^^'^'""y'  *«  -"^'^ 

Wgtit  n^nSedl'--  ''''=''"^^'  *"^  ^^"^-^  ^-*«  «^  *!>-  time. 

uJ^^;*^""""'*",-^-  ''°"'^^'  '*  '*  ""t  satisfied  purely  because  of  the 
lack  of  anj;  purchasing  power  arising  out  of  thi  lack^of  emp'ovment 
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Mr.  Chairman,  in  that  connection,  let  me  point  out  that  it  is  quite 
well  accepted  by  economists  that  the  business  resulting  from  a  new 
expenditure  can  be  regarded  as  multiplying  the  original  amount 
of  the  expenditure  by  anywhere  from  ten  to  thirty  times  the  amount 
within  the  period  of  a  year. 

In  other  words,  if  you  create  a  purchasing  power  of  say  $2,000,- 
000,000,  you  are  inevitably  producing  business  results,  a  total  busi- 
ness done,  which  will  amount  to,  let  us  say,  thirty,  forty,  or  fifty 
billion  dollars  within  a  year,  because  of  the  fact  that  the  money, 
once  started  moving,  keeps  turning  over  and  over.  So  that  the 
benefits  to  be  derived  from  this  increase  of  purchasing  power  are 
not  the  creation  of  two  or  three  billion  dollars'  worth  of  business, 
but  the  creation  of  something  like  fifty  or  sixty  billion  dollars 
worth  of  business  within  a  year. 

Section  14  provides  that  U.  S.  E.  C.  will  be  authorized  to  issue 
notes,  debentures,  and  bonds  to  the  amount  of  not  more  than  five 
times  its  initial  capital  of  $500,000,000,  thus  providing  a  total  re- 
volving fund  of  approximately  $3,000,000,000. 

I  may  point  out  that  as  soon  as  this  borrowing  commences  and 
the  borrowers  themselves  are  put  to  work  satisfying  the  demand 
which  has  thus  become  a  purchasing  power,  of  course  the  borrowers 
themselves  automatically  will  begin  to  repay  on  the  basis  of  10  per 
cent  of  their  earnings  and  the  credit  possibilities  or  facilities  of  the 
corporation  will  be  returned  and  can  be  utilized  again,  so  that  the 
total  amount  of  the  credits  extended  may  exceed  in  the  aggregate 
far  more  than  $3,000,000,000. 

Section  15  provides  for  winding  up  the  aflfairs  of  U.  S.  E.  C.  after  a 
period  of  two  years. 

That  is  not  winding  up  at  the  end  of  two  years,  but  the  beginning 
of  winding  up  as  is  provided  in  the  reconstruction  finance  act.  That 
is  subject  to  extension  by  the  President  under  the  terms  of  the  bill. 

Section  16  provides  that  all  business  of  U.  S.  E.  C.  will  be  public 
business  and  its  actions  shall  be  public,  which  makes  somewhat  of  a 
distinction  between  the  provision  in  this  bill  and  the  provision  in 
the  Reconstruction  Finance  Corporation  act. 

Senator  Costigan.  The  bill  provides  for  quarterly  reports  of  the 
operations  of  the  corporation  to  Congress,  does  it  not? 

Mr.  Rr'hberg.  This  bill  does,  Mr.  Chairman,  yes ;  and  it  also  pro- 
vides that  all  the  business  of  the  corporation  shall  be  public  business 
and  all  decisions,  regulations,  and  actions  taken  shall  be  public 
except  that  executive  sessions  of  the  board  of  directors  and  advisory 
councils  may  be  held  and  the  deliberations  upon  or  tentative  plans 
of  administration  and  details  of  the  business  need  not  be  made 
public;  and  it  also  provides  that  the  corporation  shall  make  and 
publish  a  quarterly  report. 

Section  17  authorizes  U.  S.  E.  C.  to  employ  volunteer  aids,  without 
authority  to  obligate  the  corporation. 

That,  Mr.  Chairman,  was  assumed  as  a  part  of  the  machinery  to 
be  set  in  motion  to  put  this  credit  into  operation.  If  I  may  use  an 
analogy,  more  or  less  along  the  line  of  the  selective  draft  act  in  1918 
where  the  local  agents  of  the  Government  were  found  in  every  com- 
munity and  were  largely  volunteer  aids. 
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fact  of  bringing  into  every  community  the  strength  and  hot^  that 

zToS  inTtLlfT  *  ''''^'''  "J  P^^l'-^-g  powerfthat  thisTgint 
zation  in  itself  the  mere  mechanics  of  it,  would  heln  stimulate  W; 

dde%nheTrtrdT.^"P?'  ""^'^l^'^*  ^  wSex^c^Tto  ?ur„    he" 

rilltirartXi^oroSf^  ■"'^"^  ^°p'«  -*  ^^^  p--^ 

fo^Snj:  ^^t  rhT'rr tfr S  thl"  o^-^a^ns^^of  ^8"^- 
p'^rmTirM  "■^r^K^'"'''  **"•  enforcement  ^f  its  ^LyLtion^:       ^• 

agfof^ucn'bm  aJtht'wni'ft*"  •^Pk'"'*  ""^  ««nvictio„  tliat  the  pass- 
rfge  oi  sucn  a  bill  as  this  will  furnish  a  nation-wide  insurance  nirainst 

and  will  turn  the  tide  of  depression,  restoring  confidence  aifd  se' 
curity  to  millions  of  American  homes  ^^onnaence  ana  se- 

I  would  like  to  add  to  what  I  have  said  one  or  two  observations 
unless  the  chairman  desires  to  ask  some  questions.  •^'^^^'^  •'*'<"«, 

Senator  Costigan.  Please  proceed 

res^onsfbiiftv^tth^  iS"  ^"^^  P^Ti.  ^  ^5?**  *°  ^"y  «  ^"'"d  ««  to  the 
responsibility  of  the  bonowers.    I  have  d  scussed  this  nroDosal  with 

QufstfoVnartV"  ""'  r  of.  Congress.    In  TesfonK  Tlfat 
question,  1  want  to  express  the  opinion  which  I  have  found  con 
curred  in  by  many  others.    In  the  first  place  there  ilnoTsnoi^T 
bihty  of  anv  organization  in  the  market  for  loans  or  other  creX 
extensions  that  is  not  based  on  the  earninc  Power  of  the  Ampr?n«„ 
people.    No  railroad,  no  bank,  or  other  insfitEcanobt^n  credit 
except  upon  the  basis  of  its  expectation  of  be"nrabTe  to  pay  out  of 
the  earning  power  of  the  workers  of  this  countf  y     And  ^s'  lon^  L 
the  earning  power  of  the  workers  of  this  country  is  steKlUy^rir 
clinmg,  securities  for  every  loan  made  are  steadu/  decS   as  is 
t:Yl7iSV^2'"'  -"?tant  downward  trenLf  p^Sn  Ihe 
tlrrTifSporatoXgaT  '''  "P^'"''""'"  '''  th J Reconstnic 
In  other  words^  the  security  behind  all  loans  is  the  earning  power 
of  the  worker.    He  must  give  it  the  value  that  is  found  in  pro^rtv 
because  property  is  productive  only  because  someone  worte^an^ 
produces  an  income  out  of  that  property.     We  must  rll v  m,  ^t 

rv™xT:;?i*ti^'"^"^'^",,'''*H.  ^^atl'^th""!"^  l^Si 

fnS  S  »  F=-  -  ^ofatio^rhiS-  ^e^y^ 

,n-nnZ'^  ^°  V'^  repayment,  I  have  given  some  indication  of  vast 
^  It  mav  r^^^n  '"^"^  repayment  would  be  absolutely  p^it^ye 
thit  ™«y,?e  readily  conceded  that  in  any  such  prograni  ^  this 

Ind  frnrl"''"  ^  "  '".'■ee  «">«»"*  »f  default  occurring  from  death 
and  from  other  causes  that  could  not  possibly  be  avoided  and^(Kcur 

f  a^klyTced'^R-^'T V  J*^*'  '^  undoubtedly  t^e  '^nd  c^n  "^ 
afiiYelfienSalSt^^ellX-^l^^^^ 
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growing  and  mounting  to  an  enormous  amount,  and  the  total  loss 
under  this  program  could  not  possibly  equal  the  cost  to  the  country 
in  the  next  year  of  direct  relief  if  this  present  situation  continues 
and  the  tide  is  not  stenmied. 

I  do  not  suppose  there  would  be  the  slightest  hesitation  on  the  part 
of  the  Congress  of  the  United  States  to  vote  $3,000,000,000  or 
$5,000,000,000  in  bonds,  if  we  were  threatened  with  an  enemy  off  our 
coast,  or  threatened  with  invasion.  If  we  found  ourselves  involved 
for  some  reason  in  a  w  ar,  the  money  so  voted  would  be  largely  used 
for  purposes  of  destruction  and  purchases  would  be  destroyed. 

I  am  going  to  call  attention  to  the  fact  that  it  has  been*^ stated,  I 
believe,  on  responsible  authority,  that  the  cost  of  the  ammunition 
fired  in  the  Meuse-Argonne  offensive  in  45  days  was  something  like 
$762,000,000-  We  can  afford  such  costs  and  we  can  certainly  afford 
to  face  the  loss  of  one  billion  or  two  billion  dollars  if  by  the  action 
taken  we  should  turn  the  tide  of  depression;  and  if  in  the  meantime 
we  have  positive  assurance  that  we  have  destroyed  the  possibility  of 
destitution  in  8,000,000  or  10,000,000  American 'homes  in  the  coming 
winter. 

Senator  Costigan.  Are  we  to  infer  from  your  last  statement  that 
such  a  loss  is  probable  under  this  measure? 

Mr.  RiCHBERG.  I  think  it  is  exceedingly  improbable  that  there 
would  be  any  loss  equalling  the  losses  which  I  believe  will  be  suf- 
fered by  the  Reconstruction  Finance  Corporation,  and  I  may  state 
that  I  saw  an  editorial  in  a  conservative  newspaper  of  Chicago  the 
other  day  which  opposed  this  idea  of  small  loans  to  the  workers,  but 
said  it  was  probably  true  that  this  would  cost  less  than  the  Recon- 
struction Finance  Corporation. 

Senator  Costigan.  Is  it  not  true  that  in  the  case  of  workers  who 
are  employed  under  such  a  program,  the  losses  will  probably  be 
negligible? 

Mr.  RiCHBURG.  I  think  in  the  great  mass  of  skilled  and  regularly 
employed  workers  the  losses  will  be  negligible  because  those  are  the 
men  upon  whom  the  future  possibilities  of  the  country  depends  and 
they  will  have  the  means  for  repayment,  and  I  think  repayment  can 
be  readily  inforced,  and  I  think  it  would  be  honestly  inforced. 

I  may  state  I  have  talked  with  men  who  have  had  experience  in 
dealing  with  the  regular  and  common  everyday  American  worker 
and  his  financial  obligations,  and  they  have  told  me  that  they  had 
always  been  surprised  at  the  integrity  with  which  those  obligations 
were  met. 

Incidentally,  Mr.  Chairman,  I  would  like  to  point  out  that,  not 
for  the  purpose  of  attempting  to  advertise  the  book,  it  being  one 
that  I  did  not  write,  but  in  a  book  by  Mr.  Woodward,  entitled 
"  Money  for  Tomorrow  " 

Senator  Costigan.  The  full  name  of  the  author,  please? 

Mr.  RiciiBERG.  W.  E.  Woodward,  entitled  "  Money  for  Tomor- 
row." Mr.  Woodward  has  advocated  the  idea  of  loans  to  individuals, 
not  exactly  along  the  lines  of  this  bill,  but  of  loans  to  individual 
workmen,  industrial  loans  in  the  amount  of  $3,000,000,000  or 
$4,000,000,000. 

Senator  Costigan.  When  was  this  book  published  ? 

Mr.  RiCHBERG.  This  book  has  been  published  this  year,  1932.  In 
his  book  Mr.  Woodward,  who  is  a  former  executive  of  the  Morris 
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system  had  been  developecf  „p  to  dltrtJ^Vo;  le  'credk  fa'ciiui: 
a'rd'Sr/.C^SS 'rr  "^"^^P*  ^  ^^"■-  "^  --what  aboSv 
years  t^?:!.^j:'rtlX2^^^^^^  tV  reaiwr;;  ^''^'^ 

little  known  in  financial  operations  of  putthrcreditZKuf!f,?rir 

iTaHoT'or' '''  ""*  V""'  ^••^"^  nLdV;^thTp2^''i7Srch 

1  say,  not  of  my  personal  conviction,  but  on  the  authoritv  nf  =,.^k 

qTesti^L*'"^  ''"^'™''"-  '''"'^•"-  ^••^•^   -•>"'»   I   waTlirscnUnVthe 

»w.i!!!iT  '^  r  .^"^«'''>"  that  this  bill  will  put  an  enormous  credit 

behind  purchasmp  power,  will  create  a  vast  purchasinri  "wer 

T  \  '''''    u^.'-^^'"-  ^^f'airman,  that  I  do  not  believe  anvone  here- 

liiur  pi^oZ^y^-rz  isSs  ^T'a!.?-/-'^  -"'ptenp  «iv;^ - 
we  £pth^!n;ilrL^4^^^^^ 

of  families  m  this  country  were  given  the  absohitelv  eSinl  nnr 
chasing  power,  to  supply  the  necessaries  of  life  for  sirnTonthsw: 
would  have  an  enormous  increase  of  business  activity,  oTeS^ 
and  we  certainly  would  prevent  privation  in  the  con3  S 
Those  things  we  can  be  sure  of.  coming  winter, 

termrd\'lL^'''TH^''i  ^r.  Ri^^berg,  are  you  familiar  with  what  is 
M.  P       Seattle  plan  of  which  we  have  been  hearing  recentlv? 
Mr.  RicHBERo.  Is  that  the  exchange  plan  ?  ^  leceniiy . 

Senator  Costigan.  The  exchange  plan 

.    Mr.  RicHBERG.  I  am  familiar  with  efforts  that  have  been  ,n«r1p 

ZIrTXaLi  ^r"'^'^-^'  Mr.  Chairman,  lo  ir^SuLTuS 
operation  by  direct  exchange  m  one  form  or  another. 

Senator  Costigan.  Is  it  not  in  a  measure  an  illustration  of  th« 
principle  of  which  you  are  speaking?  musiration  of  the 

.  Mr.  RicHBERo.  I  think  it  is  a  very  definite  examnle  of  it      It  ia 

T&.^S'httT  ^f  ^  "'"'  "^^^  -thoTaSslow  me  hod 
ot  stimulatmg  business,  whereas,  since  we  are  on  a  credit  economy, 
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the  way  to  stimulate  business  to-day  is  to  put  a  new  flow  of  credit 
into  the  markets. 

In  that  connection  I  happened  to  notice,  and  without  saying  that 
either  of  the  eminent  Senators  has  given  any  approval  to  this  prop- 
osition, I  happened  to  notice  in  the  discussion  in  the  Senate  on  July 
1  a  brief  collocjuy  between  Senator  Borah  and  Senator  Watson 
which  I  would  like  to  quote  simply  for  its  inferential  bearing  upon 
the  present  problem. 

Senator  Costigan.  Have  you  the  page  of  the  Record? 

Mr.  RicHBERG.  It  is  on  page  14882  of  the  Congressional  Record, 
during  a  discussion  on  the  home-loan  bank  bill,  when  Senator  Borah 
said,  in  a  colloquy  with  Senator  Watson: 

VVliich  suggests  the  proposition  that  before  we  close  this  session  we  had 
better  pass  a  bill  which  will  enable  the  individual  citizen  himself  to  have  a 
little  more  currency  and  a  little  more  money  with  which  to  do  business. 

Mr.  Watson.  I  am  i)ersonally  in  favor  of  that. 

I  assume,  from  other  statements,  that  possibly  what  the  Senators 
had  in  mind  in  that  discussion  may  have  been  something  in  the  na- 
ture of  a  currency  inflation,  but  that  at  least  is  a  little  more  indirect 
method  and  a  little  more  uncertain  method  of  accomplishing  the 
same  result  which  is  directly  aimed  at  in  this  particular  bill. 

Senator  Costigan.  Have  you  completed  your  statement? 

Mr.  Richberg.  I  have  practically  completed  it. 

Senator  Costigan.  The  committee  will  be  glad  to  hear  anything 
further  you  wish  to  state. 

Mr.  Richberg.  There  is  only  one  thing  further  I  would  like  to 
say  and  it  may  be  perhaps  anticipating  a  criticism.  It  seems  that 
every  effort  to  help  individuals  in  this  country  in  any  form  is  termed 
a  "  dole '' ;  and  in  order  that  there  might  be  no  confusion  as  to  this 
particular  program,  I  would  like  to  express  as  my  personal  opinion 
that  no  one  using  words  accurately,  and  otherwise  than  as  mere 
epithets,  can  call  such  a  program  as  this  a  plan  for  "  doles."  We 
may  have  passed  to  the  point  where  some  "  dole  "  is  accepted  as  neces- 
sary in  this  country.  Certainly,  the  passage  of  a  direct  relief  bill 
involving  the  payment  of  several  hundred  million  dollars  in  chari- 
table relief  smacks  somewhat  of  the  hated  designation  of  a  "  dole." 
But  there  is  no  more  resemblance  in  the  proposition  that  a  loan  shall 
be  made  to  an  individual,  there  is  no  more  resemblance  to  a  "  dole," 
than  there  is  in  the  proposition  that  a  loan  shall  be  made  to  a 
corporation. 

If  credit  should  be  extended  to  railroads  and  banks  and  other 
institutions,  and  that  is  not  a  "  dole,"  then  the  extension  of  credit  to 
individuals  whose  earning  power  is  behind  the  solvency  of  the  banks 
and  other  institutions,  the  extension  of  credit  to  such  individuals, 
responsible  borrowers,  issuing  their  notes,  promising  to  pay,  that  is 
not  a  "  dole."  I  would  like  to  make  it  perfectly  clear  from  my  point 
of  view  that  it  would  be  wholly  improper  and  unfair  as  a  method 
of  argument  to  discuss  this  proposition  that  way,  as  though  it 
smacked  of  the  charitable  gifts  which  receive  the  common  name  of 
a  "  dole." 

Senator  Costigan.  By  the  word  "  dole  "  you  mean  charity  ? 

Mr.  Richberg.  As  I  understand  the  word  "  dole  "  means  charity. 
It  means  giving  something  for  nothing  and  essentially  it  means  the 
support  by  the  State  of  individuals  in  idleness. 
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